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April 3, 2009

Wanda J. Thomas

Acting Assistant Staff Director
Audit Division :
Federal Blection Commission
‘Washington, DC 20463

Re: Friends for Menor
Dear Ms. Thomas:

This is in response to tho Interim Report of the Audit Division on
Friends for Menor which we received on Friday, March 13, 2009.
We arn glad that your office is finally moving forward to bring this
matter to a elose after more than two years since we were first
notified by the Federal Election Commission (“FEC”) that an audit
was being initiated,

After carefully reviewing the report, we respectfully disagree with
the findings am] Pocurnnmndations contained in the interim report.
Based on ample documentation that we are submitting with this
letter, the report’s findingx ane hasicedly and inaaremte and nesd o
be cormected before a final report is issund. In support of our
position, we offes the following comments:

L  THELOANS FROM THE CANDIDATE TO FRIENDS
FOR MENOR WERE IN SUBSTANTIAL
COMPLIANCE WITH FEDERAL LAW.

The interim report has called into question the
permissibility of certain loans made by the Candidaws to bis
congressional campaign whese sourse of funds ware fram his
business law account. A significant portion of the funds deposited
into said accomt weve derived from sevenal sources inchuding begal
fees eamned from the Candidate’s law practice, and the monthly
salary checks that he received as a former State Senator.!

It was proper for the Candidate to tap intto these funds to
assist in the financing of the campaign because under the Federal
Election Campalgn Act ané agplicable regulntions, they constituted
“personal funds" from which & candidate fur Fedesal office am

In the interim report, the Andit staff raised concerns about
paymentsmndetoﬂleCandidatebyammtgagelcndinzoompany
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and housing construction company. These concemns are unfounded. These payments were
in fact legal fees paid to the Candidate to compensate him for the verious legal services
that he had agreed to perform cn behalf of these companies an a long-term basis.

Enclosed for your review are the following documents pertaining to the
Candidate’s legal representation of the aforementioned clients:

1. Leg4i Swvians Agreememn emcret into by and detwoen the mortgage lending
company and the Law Offices of Ron Menor dated August 8, 2006. The total agreed
upon lump sum cszapensation was $24,500.00. _

2. Latter dated Decembar 26, 2007 signed by the aforementioned partics
extending their Legal Services Agreement through December 31, 2008.

3. Counsel Retention Agreement entered into by and between the housing
construction company and the Law Offices of Ron Menor dated July 21, 2006, The total
agreed upon lump sum compenaation was $36,000.00.

4. Letinr simbod April 14, 2008 signed by the aforesmentiomad gnniies extendiog
their Cauesel Ratention Agreemnent to January 31, 2009.

Pleass pote that al! of the above paitics are in the process of executing documents
to extend their legal representation agreements beyond the statad expiration dates. We
would also like to point out that as part of their discussions regarding the provision of
legal services, the mortgage lending company extended to Candidate a loan in the amount
of $5,500.00. e have enclosed for your reviow a copy of the Promissory Note dated
August 31, 2006 pertaining to this loan.

Thiy loan shouid mat se sanuitren] 8¢ » eosdsibntion to the campaign. The
Promissory Note specifies that “fr)emeyment of this loan is 0 ke sacnend by covanmis
reccivable of the Law Qffices of Ron Menne” and, therefore, was not an outstanding debt
owed by the campaign. Morcover, the parties negotiated the terms of the loan as part of
discussions far the provision of legal services by the Candidate to the company.
Furthermore, apart from this Joan, there were sufficient funds in the Candidate’s business
account to cover the loans that he made t his campaign. For your information, the total
principal end interest owed under the above-referenced Promissory Note were paid in full
by e due date specified in the Mote which was August 31, 2007, Pacludinsg the lom
proviéed sa the Candidute, he received a total of $30,000 flom: the moxgage lmding

We are alsa firnighing to your office additions! documastation which provide
examples of the kind of work that the Candidate has been performing on:behalf of his
clients. These include: an Application for a Licn filed on behalf of the bousing
construction company; and an Application for Certificate of Authority for Foreign
Corporation designating the Candidate as a registered agent on behalf of the mortgage
tendi y in Hawsil -
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In addition to the concemns raised about the companies’ payments to the
Candidate, the iniixizz report questions the saurce of funids depositzd into the Candidate’s
business account in the amount of $21,000 whick the Audit staff was unable to attribute
to any particular source. The sources of these funds may have originated from the

following:

1. The report on page 6 refers to a $6,000 cash deposit made into the
Candidate’s business account on August 25, 2006. This deposit was actually a deposit of
funds from the bank acoount of tho President ef the housing combmiction ovsnpany in
Kahulei, Mixui it the Cimididute’s asaount. This funds transfer reprasanied partini
payment of the legal foes that weea awed to tke Crndidaie by the campany pursuant io
their Counnel Retention Agremment as discussed above.

2. The Candidate also received a personal loan in the amount of $10,000
from my wife Nancy Manuel and myself jointly. (See enclosed copy of check.) I partially
waived repayment of this loan in the amount of $8,000 on or around December, 2006 in
lieu of paying the Candidate legal fees for legal docwments that he had prepared at my
request, (Ses enclosed eopy of Invvice.) The Candidate reported this amousit o income
on his 2006 &x tetum. (Sce diwo Homization of Logal Fees,)

3. The Candidntr also received a loan ia tha anxownt of $5,000 from Matthesw
Leang. The Candidate has since repaid $3,900 of that amount to Mr. Leong. (See
enclosed copy of Promissory Note dated July 30, 2006 signed by the Candidate and
Matthew Leong together with 2. Receipt for payment.) Please note that the Candidate did
not repay this amount in one lump sum but rather made several payments over a period of
time starting in January of Jast year.

Finally, we would liks to emphasize thut tix: Candidate repurted and paid taxes on
all titk logal fes that be vamed from the abous clionts on his toopmre tas and/or s .
business exise tax retnme fr 2006. We have enclosed copies of these 2006 tax returns
for your review.> We have also enclosed an Itemization of Legal Fees Earned by

Candidate in 20085,

I  LOANFROM CANDIDATE'S SPOUSE

The interim report also raises questions about a $9,000 loan check which the Candidate’s
spouss signed and deposited into the campaign account. This loan was eatirely proper to
the oxtent that the Candidate’s spouse utilized her own personal fimds in making this loan
to the campaign. .

2 After going over his 2086 trx records in respose i the itsesie mdit report, ko Candidate dissoverad o
m&wmmmmumjomwmdmmmmmWn
shown on his excise tax return. One reason for this is that his sccountant was not given a copy of his excise
hxmmgiurtoﬁuwnpleﬁmoftbhwmummmh&ndidmdﬂmpnyhism
excise tacsy wni ator that calendar year which that meant he could not claim payment of those taxes as a
M:qﬁmmhis%tumhnmﬁejohtwhmmhﬁemofhhgnm&dmmm

discrepancy.
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The source of these fimds was a check dated July 30, 2006 in the amount of
$10,000 that was drawn on a revocahle trust bank account. This payment was made to the
Candidate’s spouse in order to buy out her interest in stock camings in an entity called
Market City.

It was not improper for the purchasers of her interest to utilize funds from their
revocable trust bank account fo consummate the buyout. Moreover, based on the
foregoing, it is cloax that ths anmwmts thay wave paid to the Cantlitiate’s spouse
repossamted jroanx] inconme to ixar, It v am undenstanding that under Posiems law, a
Candidate’s wifa zan gantritnite ot Innd as imlissited amouwi of hmr awn pemonal fonds
to bear spouss’s campaign. Thagefore, the $9,000 losn from the Candidats’s spouse to
Friends For Menor did not excesd allowable limits and was a proper use of her own
personal funds to support the candidacy of her husband. We would also like to emphasize
that the Candidate’s spouse reported and paid taxes on the compensation she received for
the purchase of her interest in the Macket City stock. (See enclosed copies of joint income
tax retuins, Capital Gaina Sextion.)

T additinn to the stkere, thrna ase ofiier points rabeed in thy: imtoris repe tht
neod to e clarified, Cin pagni 6, the imtedm report states that the income on the
spreadsheet that was previously fumnished by the Candidate “is significantly less than
total reccipts acoording to bank statements of the business far the satve peniod.” As we
indicated in our previous lettor to Christina Rasalinda Crussiah dated June 26, 2007, the
spmadéheuonlyincludésmelegnlfmwhichtheCmdideMﬁomhishw
practice, It does not include the monthly salary that he eamed as a Hawaii State Senator
and the repayments that he roceived for the loans that he had made to the campaiga which
were also deposifed iato the business account, as well as the interest samed on the
accenl.

Maronver, the intarim mpext statts on page 6 that tiw “Candidrie’s gross inscme
from legal servises far the third quarter (fuly through Septemier) ams priar to the
Septexaher, 2006 primary election to be approximately four times the income for either
the second or fourth quarters of 2006.” This statement is not only irrelevant, but it also
fails to take into consideration the nature of the Candidate’s law practice. The Candidate
does not receive a regular monthly salary as a partner or sssociate of a law firm. He isa
sole practitioner whose income fluctuates throughout the year depending on the cases that
he is able to generate and/or finalize in any given period, For example, the Candidate’s
gross income from his law mructice in 2007 was approxiwsately $262,000.00, Of tiat
amonxit, bw roccived appruximuiely $244,000 from oms cae thit was seitled on er sround
July, 2007. }f a speendaheet of the Caniiidate’s businoss incamse were nmpared for 2007,
it would shaw a significmt tkewing of the inaome that he recxived to the thind quarter
justanhndammed,inzooe.'!‘neﬁctinfﬂ:rﬁmlopnﬁiﬁmeuvn‘ﬂbnvesondmﬂlsm
bad manths when it comes to generating income and the Candidate’s law pmctice is no
different.
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o CONCLUSION

Based on the foregoing, we would respectfully ask that the Audit Division amend
its findings and recommendations to accurately reflect the documentation and
information that we have submitted with this letter. There is no question that the Ioans to
Friemds For Menur thut were analyzed in the jsterim report were in substemtial
compliance with the Federal Elections Campaign i,

Finally, before issuing your final report, we would appreciate being contacted if
you feel there are additional issues that remain unresolved. We are confident that the
cmpmg:commﬂeec-mad&remmymmﬂxﬂmmathe,mdedthatwem
given adequate opportunity to respond and to work collaboratively with your office. In
this regard, we would like you to know that prior to the issuance of the interim report, our
cmpuynmrmmﬂeewoddhavebemablewprowdeyonwﬂthadocummmnonthat
we aro now submitting with this letter had the Audit staff been more specifio in terms of
the kind of information that you wanted us te furnish.

Thank you for yoor attention ta the thove matiers. As aiways, please foed free to
cortact us should have any questions.

Enclosures




